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BASIC DATA 


Area, Population, and GDP per capita 


Area 72,326 sq. kilometers (27,925 sq. miles) 
Population: Total (1978) 3.20 million 
Growth Rate 2.6 percent 
Density Approximately 43 persons per sq. kilometer 
GDP per capita (1978/79) U.S. $255.7 at current Factor Cost 
GDP per capita (1978/79) U.S. $118.3 at constant Factor Cost 


A Cc % change 


B 
Gross Domestic Product 1976/77 1977/78 1978/79 C/B 


GDP at constant Factor Cost 370.7 371:<6 378.7 1.9 
GDP at current Factor Cost 653.9 ¥a4-2 818.4 455 


Central Government Finance 


(fiscal year July-June) 1976/77 1977/78 1978/79 


Total Revenue 115.9 2375 169.3 

Total Recurrent Expenditure 109.5 i32.2 1625:7 

Development Expenditure 33.5 20.1 40.8 

Extra Budgetary Expenditure 23.0 83.8 77.6 
(including OAU) 

Overall Deficit -50.0 -78.6 -111.7 


Balance of Payments 

(calendar Your} 977 1978 1979 
Goods, Services & Transfers -89.1 -120.1 -116.5 
Exports, F.O.B. 229.8 209.2 225.3 
Imports, F.O.B. 282.6 291.1 301.8 
Capital Account (NET) 42.9 20.5 30.9 
Overall Balance (NET) -44.4 -64.2 -43.1 


Rate of Inflation 1977 1978 1979 


Consumer Price Index 130.8 140.8 170.7 
(1975=100) 

Trade with the USA 

(calendar year) 1978 19779 


Exports to the USA* 69.8 85.7 22.8 
Imports from the USA . 15.9 15.9 0 


Sources - International Monetary Fund and U.S. Dept. of Commerce 
Rates of Exchange - 1977, Le 1.00=U.S. $0.8728/1978, Lel.00=U.S. $0.9523 
1979, Lel.00=U.S. $0.9453 


xDue to the manner in which trade statistics are calculated, diamond 
purchases made from the C.S.0O. in London by U.S. buyers are considered 
as imports from Sierra Leone. Sierra Leone, however, considers these 
diamonds as exports to Great Britain and not the U.S.A. U.S. Department 
of Commerce figures are used in this report. 
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SUMMARY 


Sierra Leone has experienced slow rates of growth during the 1970's 
due to the decline in the mining sector and the consequent erosion 
of its export base. Some improvement in export earnings occurred 
during 1979/80 because of continued high prices for diamonds and 

a considerable increase in the quantity of cocoa sold on the inter- 
national market. The sizeable balance of trade deficit is a result 
of heavy reliance upon imported goods and the impact of worldwide 
inflation, particularly in the price of crude oil. 


The hosting of the 1980 Organization of African Unity (OAU) Conference, 
while bringing Sierra Leone to center stage in African affairs, has 

had a high price tag in terms of expanding an already substantial 

level of internal and external debt. On the other hand, it is 
expected that the Government's present IMF stand-by arrangement will 
provide a basis for medium-term structural reforms. 


The Government's emphasis on agro-based industry is appropriate in 
view of the importance of the agricultural sector to the country's 
growth and stability. International donors realizing the importance 
of this sector have concentrated their development aid on the 
improvement and expansion of the country's crops and transportation 
system. Although overall American investment is not sizeable, it 
contributes importantly to the mining sector, while the US is an 
important market for Sierra Leone's exports. 


CURRENT ECONOMIC SITUATION AND TRENDS 
Overall Economic Performance 


Although the country enters the 1980's with severe fiscal and 
monetary problems, the Government is applying corrective action in 
concert with the International Monetary Fund (IMF). A one-year 
stand-by arrangement signed in November of 1979 provides balance 

of payments relief; a program designed to curb the expansion of 

credit to the Government; and extra budgetary expenditures and assumption 
of international obligations. The Government, with IMF assistance, is 
now in the process of formulating a financial program for 1980/81 
which will continue the present stabilization effort, while at the 
same time preparing a sound financial basis for a subsequent medium- 
term program aimed at promoting structural change and restoring 
economic growth. 


A sharp decline in economic activity since FY 1974/75 has meant that 
the population growth rate of about 2.6 percent exceeds real growth 
of gross domestic product (GDP). In large part, the stagnated 
growth of the economy can be attributed to the erosion of mining 
output. At the same time, the agricultural and industrial sectors 
have been unable to offset the decline of mineral production. As a 
result, real per capita GDP has dropped at an annual average rate of 
1,2 percent from FY 1974/75 through 1978/79. 
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Although diamond production has fallen, the excellent quality of 
the country's stones and favorable world prices have maintained 
diamonds as the principal source of export receipts--accounting for 
about 53 percent of 1979/80 export earnings. Under the Alluvial 
Diamond Mining Scheme (ADMS), which accounts for over half of all 
legal production, caratage mined annually has shown an increase 
over the output of recent years. Despite the discovery of a 

274 carat diamond in early 1980, production of the National 
Diamond Mining Company (DIMINCO) has fallen precipitously from the 
early seventies. DIMINCO plans to compensate for this languishing 
production through the exploitation of two underground kimberlite 
diamond deposits. Illegal mining and smuggling, however, continue 
to deprive the country of much needed foreign exchange. 


Agriculture is the largest single sector in the economy; when 
combined with forestry and fishing it provides livelihood for about 
80 percent of the population and accounts for about 30 percent of 
GDP at factor cost and almost 40 percent of export earnings. 
Principal export crops are coffee, cocoa and palm kernels. Prod- 
uction of these crops tends to fluctuate; however, the overall 
trend during the seventies has been toward production increases 
in coffee and cocoa and a decrease in palm kernel output. During 
1979/80, cocoa export sales jumped from 7,200 long tons to about 
10,200 long tons, while coffee sales declined by about 5,500 long 
tons, in part due to smuggling across the border. 


The Government faces a severe problem in the agricultural sector 
since its program to achieve self-sufficiency in the production of 
rice--the principal subsistence crop--has been unsuccessful. For 
reasons not wholly understood, although climatic conditions and 
insect infestation have taken their toll, rice production for the 
local market has dropped markedly in 1979 and 1980. This production 
cutback provoked a falling growth rate in the agricultural sector 
during 1978/79, making the country a food deficit nation. Conse- 
quently, the Government has been forced to use its scarce resources 
for the importation of rice and has thereby contributed to the 
country's already high propensity to import. 


Government Finance 


Worldwide inflation, escalation in crude oil prices and rising 
domestic demand have contributed to expanding deficits both in the 
balance of payments and domestic budget. To meet these deficits 
the Government has increasingly relied upon external and internal 
financing. The country's indebtedness has rapidly expanded as a 
result of preparations for the OAU Conference which was hosted by 
President Stevens in Freetown during June/July of 1980. Although 
the logistics were skillfully handled and the nation gained in 
international stature, the cost of the Conference contributed 
importantly to the country's debt arrears and scheduled debt service 
payments, now amounting to about 28 percent of merchandise exports. 
In an effort to improve its ability to amortize its international 
obligations, the Government approached its Paris Club creditors in 


a 





February, obtaining debt relief on about $10.0 million, falling due 
during CY 1980, Further debt relief is conditional upon the 
Government's conclusion of a new financial program with the IMF 
before the end of 1980, 


Government welcomes foreign investment, through the provision of 
investment incentives to both wholly-owned and joint ventures. 
Although the "Development of Industries Act of 1960" is outdated, 
the Government is in the process of writing a new Industrial 
Development Code which will give particular attention to the 
establishment of agro-based industries using domestic raw materials. 
The Government's policy in the mining sector is to acquire control- 
ling equity interest in all new operations. Present legislation 
permits, upon approval of the Central Bank, the transfer of 
dividends, principal and interest payments. 


The mining sector is dominated by DIMINCO, 51 percent government- 
owned, Sierra Rutile Ltd. and SIEROMCO, both wholly foreign- 
owned, In the manufacturing sector, principal industries with 
foreign participation include the Sierra Leone Petroleum Company, 
the flour mill and an alcohol distillery. New investment includes 
the mining of bauxite and construction of an alumina plant by the 
Swiss Aluminum Company (Alusuisse) and the re-opening of the 
defunct iron ore mines at Marampa by a subsidiary of Austria's 
State-owned iron and steel industry. 


A recently concluded agreement for the construction of a clinker 
cement plant owned by domestic and foreign shareholders will be 
capitalized with loan funds from the International Financial 
Corporation and the National Development Bank in cooperation with 


the Caisse Centrale de Cooperation Economique. Construction and 
expansion of first class hotels and related facilities for the OAU 
Conference provide opportunities for the development of tourism, 
as do the country's beautiful beaches and handicraft industry. 


Sierra Leone has received substantial economic assistance from 
multi-lateral lending institutions, Development Assistance 
Countries (DAC) of the West and from the People's Republic of 
China. Major assistance projects to facilitate the development 
of agricultural productivity are being undertaken by the World 
Bank's International Development Agency (IDA), the European 
Economic Community, the African Development Bank and through 
bilateral assistance efforts including the Adaptive Crop Research 
and Extension (ACRE) project of USAID at Njala University College. 
At the same time, international loans and technical assistance 
are providing growing access to the nation's interior. CARE, 
through an AID grant, is building farm-to-market roads, while 
German road construction assistance will unite Liberia and Sierra 
Leone across the Mano River. New projects planned by the IDA 
include the development of hydro-electricity at Bumbuna, technical 
assistance to the Ministry of Development and Economic Planning, 
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and the extension and consolidation of the country's Integrated 
Agricultural Projects. 


Foreign Trade 


The Government has taken positive steps toward the expansion of 
internal markets through the formation of the Mano River Union with 
neighboring Liberia. Guinea has agreed to join, but full participa- 
tion and intra-union trade with Guinea will depend on implementing 
legislation. In addition, Sierra Leone is also a member of the 
Economic Community of West African States (ECOWAS). Also designed 
to enhance commerce is the reorganized Ports Authority, the deep 
water port, improved internal transportation and communication 
facilities. The major restraints to increased trade and investment 
are the stagnant economy and growing annual budgetary deficits. 


Shortages of foreign exchange have led to delays in remission of 
international payments of up to six months and the scarcity of 
building materials and some food items. All goods entering the 
country must have an import license. An import and an invoice 
entry fee of 12 percent of the value of the good is levied on all 
imports, except essential food items, machinery for agricultural 
endeavors and equipment and machinery for export and/or import 
substitution industries. The importation of crude oil by Mobil, 
Texaco, Shell and British Petroleum are exempted from the foreign 
exchange pipe-lines. Imports subject to relatively high custom 
duties include automobiles, tobacco, alcohol and pharmaceuticals. 


All export of agricultural crops is through the Sierra Leone Produce 
Marketing Board (SLPMB), a parastatal organization which also 

controls rice imports through its Rice Company subsidiary. The 

major buyers for export of the country's diamonds are the Diamond 
Corporation of West Africa and a private trader, Jamil Said 

Mohammed. The country's principal imports consist of machinery, 
transport equipment, manufactured products, crude oil and lubricants. 
Its principal trading partners are the United Kingdom, the Netherlands, 
the United States and Nigeria. 


Implications for American Business 


The United States is a major recipient of Sierra Leone's diamonds, 
rutile, coffee and cocoa, taking about 40 percent of her total 1979 
exports. Sierra Leone's foreign trade figures do not fully record 
the amount of its exports to the US as diamonds passing the Central 
Selling Organization (CSO) in London are considered to be exports to 
Great Britain. The USG trade figures, however, include diamonds sold 
by the CSO as Sierra Leonean exports to the US as no value has been 
added. Imports from the US amount to about five percent of Sierra 
Leone's total imports. Principal US exports are machinery, manu- 
factured products and foodstuffs; the-amount of 5,1 million in 

PL 480 Title I has been provided during CYs 1977-80 to this Govern- 
ment. The United Kingdom is Sierra Leone's traditional trading 


hs 





partner; therefore growth in US trade will depend upon the 
competitiveness of US products and the country's ability to re- 
duce its foreign exchange pipeline. Many Sierra Leoneans, how- 
ever, are finding the US an attractive source of light manu- 
factured goods. The value of Sierra Leone's exports to the US 
can be expected to expand if world prices for her commodities 
remain favorable. 


Investment opportunities for US firms should become more 
attractive with the implementation of proposed development 
legislation and new incentives for the establishment of agro- 
based industry. Present American investment is concentrated in 
the mining sector; out of a total investment of about $50.0 
million, over ninety percent is invested in Sierra Rutile Ltd., 

a Bethlehem Steel/Nord Resources rutile mining venture in southern 
Sierra Leone. Other US companies include Seaboard West Africa, 
Ltd., Mobil Petroleum Co., Inc., Texaco Africa Ltd., Leon Temples- 
man and Sons, Ltd., and Diamond Distributers Inc, All major 
American companies represented in Sierra Leone are insured by 
OPIC, 
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